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Secretaries of Treasury, DHEW 
put on spot for U.S. payments 
for long-term care 
WASHINGTON, D.C.—U.S. Comptroller 
General Elmer B. Staats, i n l e t t e r s dated 
June 1, has t o l d the Secretaries o f 
Treasury and Health, Education, and Welfare 
t h a t they w i l l be held p e r s o n a l l y responsible 
f o r f e d e r a l Medicaid payments made a f t e r J u l y 1 
t o s t a t e s unable t o assure the adequacy o f 
t h e i r u t i l i z a t i o n - r e v i e w plans 
"We w i l l invoke the a u t h o r i t y contained 
i n the Budget and Accounting Act...by h o l d -
in g responsible the appropriate accountable 
o f f i c e r or o f f i c e r s of the government i n 
the event they make payments f o r long-term 
care which have not been supported by 
req u i r e d showings of compliance and a s t a t e -
ment by the Secretary or h i s designee t h a t 
these showings are s a t i s f a c t o r y , " the 
l e t t e r s s a i d . 
IMPROPER PAYMENTS CITED 
According t o a lawyer w i t h the House 
subcommittee on oversight and i n v e s t i g a t i o n s 
t h a t sought the r u l i n g , DHEW has estimated 
t h a t $800 m i l l i o n i n f e d e r a l a i d has gone 
t o s t a t e s unable t o show they are complying 
w i t h the 19T2 l e g i s l a t i o n . He said the 
Comptroller General has a u t h o r i t y t o h o l d 
government o f f i c e r s p e r s o n a l l y responsible 
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New National PSR Counci l -
6 'old' members, 5 'new'~ 
named for 3-year term 
Taking the chairman's seat on the new 
Na t i o n a l PSR Council f o r the next t h r e e 
years w i l l be a former a s s i s t a n t s e c r e t a r y 
f o r h e a l t h . M e r l i n K, DuVal, M.D., from 
Arizona, who i s one o f the o r i g i n a l mem-
bers o f the Council t o be reappointed. 
5 OTHERS RETURNING 
Five other members are also r e t u r n i n g 
f o r a second three-year term: Donald C. 
Har r i n g t o n , M.D. ( C a l i f . ) ; Cornelius L, 
Hopper, M.D. (Al a . ) (who f i l l e d the vacancy 
created by the death o f Thomas J. Greene, 
M.D., i n 19TL); Alan R. Nelson, M.D. (Utah); 
Raymond J, Saloom, D.O. (Pa.); and W i l l a r d 
C. Sc r i v n e r , M.D. ( i l l . ) . 
The new members appointed by Health, 
Education, and Welfare Secretary David 
Mathews are Wyndham B. Blanton, J r . , M.D. 
(Va.); Robert L. Hare, M.D. (Ore.); Robert 
T. K e l l y , M.D. (Minn.); Wm. Fred Lucas, M.D. 
( I n d . ) ; and M i l d r e d Morehead, M.D. (N.Y.). 
At the end o f June, however, a l l 
except Morehead had accepted the i n v i t a t i o n 
t o j o i n t he Council, Morehead, the only 
woman se l e c t e d , i n a l e t t e r t o Secretary 
Mathews r e p o r t e d l y r a i s e d the question 
of p o s s i b l e c o n f l i c t o f i n t e r e s t i f she 
takes a seat on the Council since she 
p a r t i c i p a t e s i n a program t h a t receives 
funds from the Health Services Administra-
t i o n of DHEW. The question was r e f e r r e d t o 
the general counsel, who, at month's end, 
had not acted on i t . I t was thought p o s s i -
b l e t h a t the J u l y 12-13 Council meeting 
would convene w i t h only 10 members. 
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f o r " i l l e g a l , improper, or i n c o r r e c t " 
payments. 
"This i s the f i r s t time i n recent 
years t h a t the General Accounting O f f i c e has 
found occasion t o use the enforcement pro-
v i s i o n t o compel an executive branch 
o f f i c e r t o comply w i t h t h e law," s a i d Rep. 
John Moss ( D - C a l i f . ) , subcommittee c h a i r -
man. " I t marks the end o f Secretary 
Mathews's in t r a n s i g e n c e and the beginning of 
improving standards o f h e a l t h care f o r 
consumers," he added. DHEW Secretary David 
Mathews has no p u b l i c response t o the r u l i n g , 
and a subcommittee aide s a i d the Secretary, 
i n correspondence, has r e f e r r e d t o e a r l i e r 
testimony he gave at subcommittee hearings. 
Long-term care r e f e r s mostly t o n u r s i n g -
home care and t o some h o s p i t a l s and mental i n -
s t i t u t i o n s , according t o the subcommittee. • 
New National PSR Councl l -
6 'old' members, 5 'new'~ 
named for 3-year term 
(Continued from pg. l ) 
Should Morehead not accept the appoint-
ment, several government people speculated 
t h a t Ruth M. C o v e l l , M . D . , the o n l y woman 
on the f i r s t C o uncil, would be reappointed. 
Besides C o v e l l , the other members o f 
the o r i g i n a l Council who were not reappointed 
are Robert B. Hunter, M . D , , Robert J. 
Haggerty, M . D ., Clement R. Brown, M .D. and 
Ernest W. Saward, M . D . 
The 11 Coxoncil members were selected 
by Mathews from a l i s t o f 22 prepared by 
the O f f i c e o f Q u a l i t y Standards (see PSRO 
Update, A p r i l 1976). At the beginning of 
the s e l e c t i o n process, 119 names were 
proposed from n e a r l y as many groups and 
other sources from around the country. 
The members b r i n g diverse p r o f e s s i o n a l 
experience t o t h e i r Council r o l e s : 
Blanton: Charter Medical Group Corp., 
v i c e - p r e s i d e n t f o r medical r e l a t i o n s ; 
p r i v a t e p r a c t i c e i n i n t e r n a l medicine and 
a l l e r g y ; 
DuVal: U n i v e r s i t y o f Arizona, v i c e -
p r e s i d e n t f o r h e a l t h sciences; DHEW former 
a s s i s t a n t s e cretary f o r h e a l t h ; 
Hare; Oregon Medical A s s o c i a t i o n , past 
p r e s i d e n t ; American Society o f I n t e r n a l 
Medicine, chairman o f assessment and per-
formance committee; p r i v a t e p r a c t i c e i n 
i n t e r n a l medicine; 
H a r r i n g t o n : American A s s o c i a t i o n o f 
Foundations f o r Medical Care, p r e s i d e n t ; San 
Joaquin Medical Foundation, founder; p r i v a t e 
p r a c t i c e i n o b s t e t r i c s and gynecology; 
Hopper: Tuskegee I n s t i t u t e , v i c e -
president f o r h e a l t h a f f a i r s and d i r e c t o r 
o f the John A, Andrews C l i n i c s ; 
K e l l y : Minnesota State Medical S o c i e t y , 
past p r e s i d e n t ; U n i v e r s i t y o f Minnesota, 
c l i n i c a l a s s i s t a n t professor i n the f a m i l y 
p r a c t i c e and community h e a l t h department; 
f a m i l y p r a c t i c e w i t h the I t a s c a C l i n i c , 
Grand Rapids, Minn.; 
Lucas: Blue Cross, Blue S h i e l d o f In d i a n a , 
v i c e - p r e s i d e n t , u t i l i z a t i o n - r e v i e w d i v i s i o n ; 
AMA, PSRO p r o j e c t s t e e r i n g committee f o r 
c r i t e r i a development; N a t i o n a l A s s o c i a t i o n 
of Blue S h i e l d Plans, PSRO committee; 
Morehead: A l b e r t E i n s t e i n College o f 
Medicine, member of department o f community 
h e a l t h ; I n s t i t u t e o f Medicine, committee on 
mechanisms o f q u a l i t y assurance; Bronx 
Medical Services Foundation, co-chairperson 
of standards committee; 
Nelson; Utah P r o f e s s i o n a l Review Organi-
z a t i o n , past p r e s i d e n t ; Utah Medical 
A s s o c i a t i o n , p r e s i d e n t - e l e c t ; p r i v a t e prac-
t i c e i n i n t e r n a l medicine; 
Saloom: Pennsylvania Osteopathic Associ-
a t i o n , past p r e s i d e n t ; American Osteopathic 
A s s o c i a t i o n House o f Delegates; p r i v a t e 
p r a c t i c e i n osteopathic medicine; 
Scrivner; I l l i n o i s State Medical Society, 
past p r e s i d e n t , chairman o f t h e board o f 
t r u s t e e s ; p r i v a t e p r a c t i c e i n o b s t e t r i c s 
and gynecology. 
At the l a s t meeting o f the o l d Council, 
i n May, Chairman Saward convened the session, 
n o t i n g t h a t i t was the 21st meeting o f the 
Council, "and w i t h 21 we come o f age." 
Then W i l l i a m B. Munier, M.D., a c t i n g 
d i r e c t o r o f the O f f i c e o f Q u a l i t y Stan-
dards , p r a i s e d the Council members, saying, 
"The PSRO program i s o f f t o a hea l t h y s t a r t , 
and t h a t i s due i n l a r g e p a r t because o f 
the commitment by you members. The Council 
was e s t a b l i s h e d three months a f t e r the law 
was passed, a t a time when th e r e were no 
PSRO areas. Now, thr e e years have made 
PSRO a household w o r d — w e l l , at l e a s t a word 
t o be reckoned w i t h i n most h o s p i t a l s . " • 
Comment on trends, activities Invited 
PSRO Update i n v i t e s readers t o comment 
on a c t i v i t i e s and trends i n the f i e l d o f 
PSROs and issues o f cost and q u a l i t y i n 
h e a l t h care t h a t other readers might f i n d 
worthwhile and i n t e r e s t i n g . C a l l or w r i t e 
the e d i t o r i a l department, 720 Harrison 
Ave., S u i t e 300, Boston, MA,, 02118, (6l7J 
2L7-5606. 
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Mental-health directors 
build case for quality review, 
criticize bureaucratic confusion 
F a c i l i t i e s t h a t serve the m e n t a l l y i l l , 
a l c o h o l i c s and drug abusers have been " l e f t 
i n limbo" by PSRO p o l i c y , according t o the 
r e p o r t o f a n a t i o n a l a s s o c i a t i o n t h a t s t u d i e d 
the l i n k s o f these f a c i l i t i e s t o PSRO. 
From t h a t premise, the N a t i o n a l Associa-
t i o n o f State Mental Health Program D i r e c t o r s 
b u i l d s i t s case f o r drawing these f a c i l i t i e s 
i n t o a PSRO type o f review, w h i l e c h i d i n g 
the government f o r sending " c o n f l i c t i n g 
messages" t h a t r e s u l t i n a "maze o f confus-
i n g i n f o r m a t i o n " f o r health-care p r o f e s s i o n -
a l s i n the f i e l d , 
FROM 5 WORKSHOPS 
The r e p o r t , "PSRO and the Alchoholism, 
Drug Abuse, and Mental I l l n e s s Services Sys-
tem," i s the outcome of workshops conducted 
i n f i v e c i t i e s across the country between 
October and March (see PSRO Update, Feb. 
1976), w i t h n e a r l y 500 p a r t i c i p a n t s . 
The r e p o r t argues f o r i n c l u s i o n i n a 
PSRO type of q u a l i t y review by suggesting 
t h a t i n f o r m a t i o n gathered from q u a l i t y review 
"could prove an i n v a l u a b l e source o f data 
f o r mental h e a l t h care research and l e a d t o 
s i g n i f i c a n t improvement i n our methods o f 
t r e a t i n g b e h a v i o r a l d i s o r d e r s , " 
Mental-health f a c i l i t i e s t h a t "have 
introduced q u a l i t y review have noted t h a t 
the lengths o f stay have been reduced and 
the q u a l i t y o f care improved simply because 
the s t a f f i s i n v o l v e d i n a systematic e f f o r t 
t o keep t r a c k o f what i s being done," the 
r e p o r t notes, 
OVERWHELMING DEMANDS 
From th e p a r t i c i p a n t s i n the f i v e work-
shops came the s i n g l e theme o f being "over-
whelmed by the demands o f various funding 
sources," the r e p o r t says. " P a r t i c i p a n t s 
described mountainous forms t o be f i l l e d 
out and unending streams o f i n s p e c t o r s , 
surveyors, resurveyors, a u d i t o r s , and 
reviewers f l o w i n g through t h e i r f a c i l i t i e s . 
They expressed bewilderment—and h o s t i l i t y — 
a t the c o n t i n u i n g f l o o d o f new laws and 
f e d e r a l and s t a t e r e g u l a t i o n s which they had 
t o meet but d i d n ' t understand and couldn't 
meet even i f they d i d -understand them. 
A f t e r s a t i s f y i n g a l l o f these outside demands, 
some providers f e l t they h a r d l y had resources 
l e f t t o t r e a t p a t i e n t s . " 
Among the problems i n doing q u a l i t y r e -
view t h a t the r e p o r t mentions i s the some-
times inadequate p a t i e n t - r e c o r d system, 
" I n t r o d u c t i o n o f q u a l i t y review i n most 
f a c i l i t i e s t r e a t i n g b e h a v i o r a l disorders 
must begin w i t h t r a i n i n g on how t o w r i t e a 
decent r e c o r d , " i s t h e advice given. 
The workshop r e p o r t c a l l s f o r less 
emphasis on p h y s i c i a n a u t h o r i t y and more on 
the nonphysician p r o f e s s i o n a l s and para-
p r o f e s s i o n a l s , who see themselves as peers 
i n these f i e l d s o f h e a l t h . 
CONSUMER ATTENTION 
And, f o l l o w i n g t h e de-emphasis on 
phy s i c i a n a u t h o r i t y , the r e p o r t continues, 
more a t t e n t i o n ought t o be p a i d t o the con-
sumer—"whose treatment i s being reviewed 
and who must pay the b i l l i f f e d e r a l reim-
bursement i s not a u t h o r i z e d . " 
On the c l i n i c a l s i d e , the r e p o r t c a l l s 
f o r f e d e r a l funding t o develop c r i t e r i a t h a t 
include b e h a v i o r a l f a c t o r s , e s p e c i a l l y f o r 
use i n o u t p a t i e n t and' long-term care f a c i l i -
t i e s . • 
BQA transmittal due soon 
will attempt to reconcile PSRO 
and JCAH audit requirements 
Greater c o m p a t i b i l i t y i s expected be-
tween PSRO and the J o i n t Commission on Ac-
c r e d i t a t i o n o f H o s p i t a l s requirements f o r 
medical care e v a l u a t i o n s t u d i e s , or a u d i t s , 
as the JCAH c a l l s them. 
A t r a n s m i t t a l i s due out soon from the 
Bureau of Q u a l i t y Assurance which, i t i s 
a n t i c i p a t e d , w i l l s p e l l out the s p e c i f i c s 
of the attempt t o r e c o n c i l e BQA requirements 
•with JCAH's requirements. 
HOPE FOR HARMONY 
At the May N a t i o n a l PSR Council meet-
i n g , John D. P o r t e r f i e l d , M.D., d i r e c t o r o f 
the JCAH, made a p r e s e n t a t i o n of JCAH r e -
quirements f o r medical a u d i t s and commented 
on the c u r r e n t d r a f t p o l i c y from the Bureau 
of Q u a l i t y Assurance. "The JCAH," he s a i d , 
" i s keenly ambitious t h a t t h e r e be the h i g h -
est p o s s i b l e degree of harmony and c o n g r u i t y 
w i t h the f e d e r a l program." 
Michael J. Goran, M.D., d i r e c t o r o f 
BQA, i n an e a r l i e r l e t t e r t o P o r t e r f i e l d , 
had expressed h i s i n t e r e s t i n coming " t o an 
agreement on a un i f o r m d e f i n i t i o n and com-
mon e s s e n t i a l c h a r a c t e r i s t i c s o f MCE stud-
i e s , as w e l l as i d e n t i c a l requirements f o r 
the minimum annual number o f studies i n 
each h o s p i t a l and a c l e a r statement of the 
r e l a t i v e r o l e s o f h o s p i t a l s and PSROs i n 
performing s t u d i e s . " 
The i n t e n t o f both BQA and the JACH 
seemed t o be t o avoid r e q u i r i n g unnecessarily 
d u p l i c a t i v e work o f h o s p i t a l s . • 
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BQA, BHI finally agree 
on guidelines for PSRO 
reimbursement to hospitals 
Six months a f t e r l e g i s l a t i o n was passed 
a u t h o r i z i n g reimbursement t o PSRO-delegated 
h o s p i t a l s through the Medicare t r u s t fund, 
g u i d e l i n e s have been worked out between the 
agency t h a t oversees the r e v i e w — t h e Bureau 
of Q u a l i t y Assurance—and the agency t h a t 
funds t h a t r e v i e w — t h e Bureau of Health 
Insurance. The g u i d e l i n e s were expected 
t o be out i n e a r l y J u l y . 
AGREEMENT'S POINTS 
The main fe a t u r e s o f the agreement 
between BQA and BHI are: 
— t h a t an annual prospective r a t e o f 
reimbursement w i l l be e s t a b l i s h e d f o r a 
h o s p i t a l t h a t undertakes delegated PSRO 
review; 
— t h a t a payment plan separate from the 
P e r i o d i c I n t e r i m Payment (PIP) system w i l l 
be the basis f o r reimbursement; 
— t h a t , i ncluded i n the prospective 
r a t e w i l l be a l l costs o f PSRO-delegated 
review i n c l u d i n g concurrent and r e t r o s p e c t i v e 
review and personnel and support services f o r 
the review; 
— t h a t , regardless of whether a l l pa-
t i e n t s i n a delegated h o s p i t a l are reviewed, 
p h y s i c i a n services f o r PSRO review w i l l be 
paid . • 
$62-milllon PSRO budget heads 
for Senate OK, possible Ford veto 
The Senate was expected t o approve the 
$ 6 2 - m i l l i o n PSRO budget by e a r l y J u l y , a f t e r 
the House, i n a voice vote June 25, approved 
t h a t amount i n combined Labor Department and 
DHEW budgets o f $56.2 b i l l i o n . Since these 
f i g u r e s exceed the a d m i n i s t r a t i o n ' s budget 
by $3.6 b i l l i o n , the President was expected 
t o veto the measure. 
The PSRO budget i s $lU,Ll8,000 higher 
than t h a t o f f i s c a l 1976. I n a d d i t i o n , 
$27 m i l l i o n i s expected t o go i n t o the pro-
gram from the Medicare t r u s t fund. • 
Report says power center 
In health care Is shifting 
from doctors to administrators 
WASHINGTON, D.C.—A s t r u g g l e f o r con-
t r o l o f the nation's h o s p i t a l s i s s h i f t i n g 
power i n the health-care system from doctors 
t o h o s p i t a l a d m i n i s t r a t o r s , according t o a 
government planning manual prepared f o r the 
Department o f Health, Education, and Welfare 
by a Cambridge, Mass., management c o n s u l t i n g 
f i r m . 
The p u b l i c a t i o n , "Trends A f f e c t i n g U.S. 
Health Care System," i s p a r t o f a se r i e s o f 
heal t h - p l a n n i n g i n f o r m a t i o n manuals p r e -
pared f o r DHEW. 
LIKE TOPSY 
The Cambridge Research I n s t i t u t e , under 
a DHEW c o n t r a c t , found t h a t the nation's 
health-care system has "grown l i k e a w e l l -
nourished Topsy," and consequently has 
created d i s s a t i s f a c t i o n among consumers, 
government planners and h e a l t h i n s u r e r s . 
"The power center i n the system i s 
moving away from doctors toward h o s p i t a l ad-
m i n i s t r a t o r s and government r e g u l a t o r s , " 
said the U30-page study. Copies o f the 
r e p o r t are a v a i l a b l e f o r $11.75 i n paper-
back from the N a t i o n a l Technical Informa-
t i o n Service, 5285 Port Royal Rd., Spring-
f i e l d , VA., 22161. Specify p u b l i c a t i o n 
number HRP-000737L. • 
BOA circulates draft policy 
for ancillary-service review 
PSRO plans f o r reviewing h o s p i t a l an-
c i l l a r y services w i l l get some guidance from 
the Bureau o f Q u a l i t y Assurance through a 
d r a f t t r a n s m i t t a l t h a t c i r c u l a t e d t o PSROs 
l a s t month. 
I t defines a n c i l l a r y services i n a 
general way as "those exclusive o f r o u t i n e 
services such as room, board, d i e t a r y and 
nursing s e r v i c e s , and r o u t i n e supplies f o r 
which a liomp charge i s made." 
SETS OUT OBJECTIVES 
James Roberts, M.D., of BQA, stressed 
at the May Na t i o n a l PSR Council meeting t h a t 
t h i s p r o v i s i o n a l p o l i c y statement attempts 
t o set out the o b j e c t i v e s o f review o f an-
c i l l a r i e s over the long range and, a t the 
same t i m e , begins a short-term approach t o 
t h i s review. 
U l t i m a t e l y , t h i s review would r e l y on 
p r o f i l e s t o p o i n t out problems. I n the 
meantime, however, PSROs are urged t o work 
w i t h s t a t e agencies f o r Medicaid and w i t h 
f i s c a l i n t e r m e d i a r i e s f o r Medicare t o 
i d e n t i f y screening methods acceptable t o 
a l l , Roberts said. 
For the problem o f a PSRO's adverse 
determination on a n c i l l a r y s e r v i c e s , the 
t r a n s m i t t a l says t h a t "under Medicare waiver 
of l i a b i l i t y p r o v i s i o n s , payment would 
o r d i n a r i l y not be denied. Under Medicaid, 
however, whether there would be r e t r o a c t i v e 
d e n i a l o f payment w i l l depend upon the 
p o l i c i e s o f i n d i v i d u a l states."p 
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Final version of AMA criteria 
for screening expected soon 
The f i n a l v e r s i o n o f the AMA screening 
c r i t e r i a w i l l he out at the end o f t h i s month 
or the beginning of August, according t o the 
Bureau o f Q u a l i t y Assurance, peer review 
d i v i s i o n . I t marks the conclusion o f a two-
year c o n t r a c t w i t h BQA t o develop screening 
c r i t e r i a as guides f o r PSROs t o adopt or 
adapt. I t w i l l have a new, l o o s e l e a f f o m a t 
f o r greater f l e x i b i l i t y . • 
House panel to hear Ideas 
on hospital costs and Medicare 
retrospective reimbursement 
WASHINGTON—A House h e a l t h subcommittee 
has scheduled a hearing f o r August 3 on 
r i s i n g h o s p i t a l costs and p o s s i b l e r e v i s i o n s 
i n the present r e t r o s p e c t i v e cost reimburse-
ment system used by Medicare. 
Rep. Dan Rostenkowski ( D - I l l , ) , c h a i r -
man o f the subcommittee, s a i d t h a t r i s i n g 
h o s p i t a l costs are a major f a c t o r i n d r i v i n g 
up Medicare spending. 
MEDICARE AT ROOTS? 
"Yet an un d e r l y i n g premise o f most 
recent discussion about t h i s problem i s 
t h a t much o f i t i s a t t r i b u t a b l e t o Medicare 
i t s e l f , t o the adoption by Medicare o f 
r e t r o a c t i v e cost-based reimbursement," he 
sa i d i n a statement announcing the hearing. 
Former Health, Education, and Welfare 
Secretary Caspar Weinberger, i n testimony 
before Rostenkowski's subcommittee a year 
ago (June 12, 1975), blamed "Faulty design 
o f Medicare and Medicaid [ a s ] the p r i n c i -
p a l c u l p r i t responsible f o r . . . i n f l a t i o n 
i n h ealth-care costs." Weinberger s a i d 
t h a t guaranteed government payment o f 
health-care costs i n v i r t u a l l y any amount 
submitted by the p r o v i d e r made i n f l a t i o n 
a c e r t a i n t y . 
. Rostenkowski s a i d t h a t "general d i s -
s a t i s f a c t i o n " w i t h the present reimbursement 
system "has given r i s e t o considerable 
discussion...and experimentation w i t h so-
c a l l e d 'prospective reimbursement' approaches 
under which attempts are made t o set r a t e s 
of payment f o r a given p e r i o d i n t o the 
f u t u r e . " 
TO WEIGH ALTERNATIVES 
Witnesses at the hearing w i l l be asked 
t o discuss a l t e r n a t i v e approaches t o s e t t i n g 
p rospective reimbursement rates among such 
other issues as r i s i n g h o s p i t a l costs. The 
subcommittee w i l l also examine s p e c i a l p r o -
v i s i o n s r e l a t i n g t o c o n t r o l o f c a p i t a l 
expenditures i n r e l a t i o n t o the h e a l t h -
planning a c t , and the proposed reforms con-
t a i n e d i n the h e a l t h - f i n a n c i n g b i l l s i n t r o -
duced by Sen. Herman E. Talmadge (D-Ga.) 
and Rep. John R. Duncan (R-Tenn.). • 
DHEW secretary studies list 
of nominees for state councils 
L i s t s o f nominees and designees t o the 
f i r s t s i x s t a t e PSR c o u n c i l s have gone t o 
the Secretary o f DHEW w i t h the terms o f 
o f f i c e t o begin October 1. 
Councils w i l l be formed i n Massachu-
s e t t s , Connecticut, New York, Pennsylvania, 
Maryland and C a l i f o r n i a . Each w i l l have 
four p u b l i c (nonphysician) members and a 
varyin g number of designated p h y s i c i a n 
members, depending on the number o f con-
d i t i o n a l PSROs i n the s t a t e . One phy s i c i a n 
i s designated from each c o n d i t i o n a l PSRO 
and two each from the s t a t e medical s o c i e t y 
and h o s p i t a l a s s o c i a t i o n . I n Pennsylvania, 
the medical a s s o c i a t i o n and osteopathic 
a s s o c i a t i o n each has one member t o designate. 
STAGGERED TERMS 
Terms o f the s t a t e c o u n c i l members w i l l 
be staggered; f o r the f i r s t members a random 
s e l e c t i o n process assigned two-year and 
three-year terms. 
State c o u n c i l s , mandated by the PSRO 
law a f t e r a s t a t e has a t l e a s t three con-
d i t i o n a l PSROs, w i l l have a p p e l l a t e power 
over c e r t a i n PSRO d e c i s i o n s , which i s 
expected t o give them some c l o u t (see PSRO 
Update, Aug. 1 9 7 5 - ) • 
First evaluation report 
on PSROs Is a year away 
By next June, the f i r s t i n a se r i e s 
o f p e r i o d i c r e p o r t s e v a l u a t i n g the PSRO 
program i s expected t o be ready f o r the 
N a t i o n a l PSR Council, M a r t i n Baum o f the 
O f f i c e o f Q u a l i t y Standards rep o r t e d t o 
the Council i n May. 
Despite pressures, e s p e c i a l l y those 
coming from the O f f i c e o f Management and 
Budget and from Congress, the program 
s t i l l cannot be evaluated i n s i x months' 
t i m e , he s a i d , 
The j o b o f e v a l u a t i o n has f a l l e n t o 
the O f f i c e o f Planning, Evaluation and 
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L e g i s l a t i o n i n the Health Services 
A d m i n i s t r a t i o n , The focus o f t h e f i r s t 
r e p o r t w i l l he on thr e e areas i the 
impact o f concurrent review on h o s p i t a l 
u t i l i z a t i o n ; the impact o f PSRO a c t i v i t i e s 
on health-care expenditures; and the 
e f f e c t i v e n e s s o f medical-care e v a l u a t i o n 
studies i n assessing q u a l i t y and a p p r o p r i -
ateness o f u t i l i z a t i o n . 
The new d i r e c t o r o f OPEL's e v a l u a t i o n 
d i v i s i o n w i l l he Daniel E. Nickelson, 
who i s moving over from the Bureau o f 
Qu a l i t y Assurance, • 
Private firm operating 
N. Carolina review runs 
Into cash-flow problems 
A p r i v a t e f i r m t h a t has been operating 
North Carolina's Medicaid program since 
J u l y has run out of money. Health A p p l i -
cations Systems, I n c , a su b s i d i a r y o f the 
Bergen Brunswig Corp., signed a two-year 
a t - r i s k c o ntract w i t h the s t a t e t o receive 
$L05 m i l l i o n . One-quarter o f any p r o f i t s 
r e s u l t i n g from the s t r e a m l i n i n g o f the 
system would go t o the company. 
The s t a t e had t o advance $3.2 m i l l i o n 
o f i t s June payment t o HAS before Memorial 
Day weekend i n order t o have claims paid. 
But both sides have expressed i n t e r e s t i n 
con t i n u i n g the arrangement under a renego-
t i a t e d c o n t r a c t . Discussions, l e d by the 
governor and the secretary f o r human r e -
sources, have been under way since mid June, 
w i t h no o f f i c i a l word about t h e i r progress, 
A spokesman f o r the department of human 
resources described the atmosphere as "cor-
d i a l and o b j e c t i v e . " 
NUMBERS GO UP 
At the time the c o n t r a c t was signed a 
year ago, HAS had p r o j e c t e d p r o f i t s up t o 
$30 m i l l i o n , w i t h t h r e e - q u a r t e r s going t o 
the s t a t e . But, before the end of the f i r s t 
year, the number of Medicaid r e c i p i e n t s 
had increased from 312,000 t o 353,000; the 
number o f nursing home beds rose about 50 
percent; and the s t a t e l e g i s l a t u r e increased 
the d a i l y r a t e f o r reimbursing nursing home 
c a r e — a l l adding up t o a cash-flow problem 
f o r HAS t h a t the s t a t e a l l e v i a t e d , f o r one 
month, by the June advance. 
The d a i l y - r a t e increase i s being p a i d 
f o r by a d i r e c t reimbursement t o HAS on a 
per - c l a i m b a s i s , thus i t f a l l s outside the 
scope of the c o n t r a c t , s a i d Frank Thompson 
of the hirnian resources department. 
Apparently, the s t a t e and HAS disagree 
on whether the increase i n the number o f 
e l i g i b l e s was p r e d i c t a b l e ; Thompson says 
t h a t both HAS and the s t a t e had the same 
f i g u r e s on e l i g i b l e r e c i p i e n t s , and evident-
l y , n e i t h e r p r e d i c t e d t h i s h i g h an increase. 
On the other hand, he says, the s t a t e ac-
knowledges t h a t the beginning o f a t r e n d o f 
more intermediate-care f a c i l i t i e s c oincided 
w i t h the beginning o f the c o n t r a c t , making 
t h a t f a c t o r somewhat p r e d i c t a b l e . 
STATE SETS SCALES 
Under the c o n t r a c t , the s t a t e s t i l l 
sets e l i g i b i l i t y requirements and b e n e f i t 
scales. The $U05 m i l l i o n HAS receives i s 
t o pay claims and computerize North Carolina's 
manual system o f claims processing. (The 
monthly i n s t a l l m e n t s have been $lL.6 m i l l i o n 
f o r t he f i r s t year; beginning t h i s month, 
the payments w i l l go t o $l6.6 m i l l i o n f o r 
the second year.) 
A r e p o r t from HAS a f t e r s i x months 
showed savings o f one percent per c l a i m 
because o f e f f i c i e n c i e s o f computerization, 
the e l i m i n a t i o n o f i n v a l i d claims and the 
review services o f the North Carolina Medi-
c a l Peer Review Foundation. 
Dan Mainer, executive d i r e c t o r o f 
the Foundation, which also serves as the 
s t a t e PSRO support center, says the Founda-
t i o n i s " r i g h t on the t h r e s h o l d of making 
a b i g impact on the q u a l i t y and cost of 
care. There's no way t h i s could have 
happened w i t h o u t computerization." 
Mainer i s more reserved when asked 
about p r o f e s s i o n a l review done i n conjunc-
t i o n w i t h HAS as compared t o s t a t e admini-
s t r a t i o n o f payments, " I t makes no d i f f e r e n c e 
t o us whether a f i r m under an a t - r i s k c o n t r a c t 
or a f i s c a l i ntermediary i s responsible f o r 
claims. I t doesn't a f f e c t our subcontract 
t o provide medical determinations. There 
has been, t h i s past year, an improvement i n 
the q u a l i t y o f care and a more e f f i c i e n t use 
of f a c i l i t i e s , " 
He r e p o r t s a temporary d i s j o i n t e d f l o w 
of review data, which he a t t r i b u t e s t o the 
d i f f i c u l t i e s i n s e t t i n g up a new computer 
system at the same time as s t a r t i n g a new 
payment-administration process. Yet he says 
of HAS, "I'm not speaking f o r or against 
using a p r i v a t e f i r m , but I w i l l say there 
have been a niomber o f p o s i t i v e p o i n t s i n 
s e t t i n g up the computer system," 
COMPUTER GAINS 
According t o Bleeker Cooke, r e g i o n a l 
v i c e president of HAS, the computer system 
i s v a s t l y superior t o the s t a t e ' s former 
manual processing. He says i t can p i c k up 
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suspicious claims f a s t e r than human spot 
checks and can update i n f o r m a t i o n f a s t 
enough t o keep i t c o n s i s t e n t w i t h c u r r e n t 
admission-review data. • 
AAPSRO annual meeting 
to be held jointly with 
AAFMC meeting in Boston 
The annual meeting o f the American 
A s s o c i a t i o n o f PSROs w i l l he h e l d i n Boston 
Saturday, August T, through Tuesday, August 
10, i n combination w i t h the meeting o f 
the American A s s o c i a t i o n o f Foundations f o r 
Medical Care, Among those expected t o 
speak are Theodore Cooper, M.D., a s s i s t a n t 
s e c r e t a r y f o r h e a l t h ; James Dickson, M.D., 
deputy a s s i s t a n t secretary f o r h e a l t h ; 
Uwe Reinhardt, Princeton U n i v e r s i t y 
economist; and Frank Seubold, d i r e c t o r , 
health-maintenance o r g a n i z a t i o n s , DHEW. • 
Denver D.A. tells Privacy panel 
of spreading abuse of medical 
records, and how to curb It 
Hearings on cu r r e n t medical r e c o r d -
keeping p r a c t i c e s and c o n f i d e n t i a l i t y s a f e -
guards i n Los Angeles June 11 and 12 revealed 
cases i n which insurance i n v e s t i g a t o r s ob-
t a i n e d medical records w i t h o u t a u t h o r i z a t i o n 
by the p a t i e n t , 
GRAND JURY ACTION 
T e s t i f y i n g t o the abuse was Denver Dis-
t r i c t A t t o r n e y Dale Tooley, who t o l d the 
Privacy P r o t e c t i o n Study Commission h o l d i n g 
the hearings t h a t a grand j u r y i n h i s c i t y 
has already r e t u r n e d indictments against 
"insurance companies and counsel, i n v e s t i -
gators and other persons and o r g a n i z a t i o n s " 
charging t h e f t , t h e f t o f tr a d e s e c r e t s , 
conspiracy and impersonation. Since h i s 
testimony, indictments have been r e t u r n e d 
_ against,another insurance company and some 
of i t s executives, Tooley t o l d PSRO Update. 
Tooley o f f e r e d a nimiber o f recommenda-
t i o n s t o cut down on the abuse o f medical 
records. Among them are: t h a t medical 
i n f o r m a t i o n not be given o r a l l y except i n 
emergency, and i f i t i s given o r a l l y , a c a l l -
back procedure be es t a b l i s h e d t o confirm i t ; 
t h a t access t o r e c o r d rooms be r e s t r i c t e d ; 
t h a t i d e n t i f i c a t i o n be r e q u i r e d o f the person 
seeking i n f o r m a t i o n ; t h a t a chart showing 
when the medical r e c o r d i s checked o u t , and 
t o whom, become an i n t e g r a l p a r t o f the 
record; and t h a t s t a y - a u t h o r i z a t i o n s f o r 
access t o medical records not be allowed. 
SUBTERFUGES USED 
The subterfuges used t o get records, 
Tooley t o l d the hearings, i n c l u d e d paying 
people i n a h o s p i t a l t o serve as "source 
agents," posing as doctors and nurses on 
the phone, and dressing as a clergyman. 
The d i s t r i c t a t t o r n e y i n d i c a t e d l a t e r 
t h a t s i m i l a r i n v e s t i g a t i o n s are t a k i n g place 
i n other c i t i e s . The p r a c t i c e o f t a k i n g 
records w i t h o u t a u t h o r i z a t i o n has been going 
on f o r 25 years, he s a i d . 
The Privacy P r o t e c t i o n Commission was 
est a b l i s h e d by the Privacy Act o f 197^ t o 
examine c u r r e n t p r a c t i c e s , uncover abuse 
and propose extensions o f the law. 
Another hearing on medical records i s 
scheduled f o r J u l y 20 and 21 i n Room 2358 
of the Rayburn House O f f i c e B u i l d i n g , 
Washington, D.C., t h i s time w i t h a focus 
on the operations o f f e d e r a l agencies 
d i r e c t l y i n v o l v e d i n h e a l t h services and 
research. • 
Council meeting scheduled 
The next N a t i o n a l PSR Council meet-
i n g — a n d the f i r s t f o r t h e new Council 
m embers—will be h e l d J u l y 12 and 13 i n 
the a u d i t o r i u m o f DHEW North, Washington, 
D.C. 
An o r i e n t a t i o n i s planned f o r Monday 
morning t o give the new members an overview 
of the PSRO program. Reports from s t a f f 
people w i l l b r i n g Council members up t o date 
on the program. A l l Council meetings are 
open t o the p u b l i c . • 
Vote on single statewide PSROs 
coming In August; Texas 
presents a unique problem 
I n f i v e s t a t e s a f f e c t e d by a Congres-
s i o n a l amendment passed i n December, a vote 
on changing the PSRO areas t o s i n g l e s t a t e -
wide PSROs i s expected t o take place i n 
August. The st a t e s are Arizona, Indiana, 
Louisiana, North Carolina and V i r g i n i a . 
POLL BY PSRO AREA 
The change i n the 1975 Medicare amend-
ments c a l l e d f o r a p o l l t o be taken i n 
s t a t e s t h a t have fewer than two PSROs on 
the question o f whether the physicians i n 
the s t a t e would p r e f e r a sin g l e - s t a t e w i d e 
PSRO. Voti n g i s t o be done by PSRO area; 
i f a m a j o r i t y o f physicians i n any o f the 
PSRO areas votes i n favor o f the current 
boundaries, i . e . against a statewide PSRO, 
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the current areas w i l l stand. Thus, enough 
physicians i n any one o f the PSRO areas 
could determine the answer f o r the e n t i r e 
s t a t e . 
Texas, o r i g i n a l l y the apparent t a r g e t 
of t h i s l e g i s l a t i o n , i s a case hy i t s e l f 
because o f the court d e c i s i o n t h a t threw out 
the PSRO areas. The d e c i s i o n d i d n o t , how-
ever, e s t a b l i s h a statewide PSRO, since t h a t 
process must be done through the f e d e r a l 
rulemaking procedure. 
Recently, Secretary David Mathews o f 
DHEW has i n d i c a t e d he w i l l not press an 
appeal o f t h a t d e c i s i o n , l e a v i n g unclear how 
he intends t o proceed. As i t stands, the 
areas i n Texas have been wiped out by the 
court r u l i n g , thus no p o l l can be taken on 
the question o f a s i n g l e , statewide PSRO, 
as i n the other f i v e s t a t e s . However, no 
cl e a r s i g n a l s have been given t o the Bureau 
of Q u a l i t y Assurance on how t o proceed w i t h 
the area r e d e s i g n a t i o n process. 
RULES PROPOSED 
Proposed r u l e s f o r the p o l l i n g i n the 
other f i v e s t a t e s were published i n the 
A p r i l 28 Federal Register. F i n a l r u l e s 
were expected t o appear i n e a r l y J u l y . 
According t o a BQA spokesman, they are un-
changed from the proposed v e r s i o n . B 
25 more P S R O s dubbed 
conditional; problems 
affect status of 3 others 
Twenty-five PSROs received c o n d i t i o n a l 
s t a t u s J u l y 1, b r i n g i n g the t o t a l i n t h a t 
category t o 90. 
Problems arose i n the n o t i f i c a t i o n 
process o f thre e o f the planning PSROs t h a t 
the Bureau o f Q u a l i t y Assurance intended t o 
designate as c o n d i t i o n a l . I n San Francisco, 
the C a l i f o r n i a Federation o f the Union o f 
American Physicians challenged the govern-
ment 's d e f i n i t i o n of which physicians were 
e l i g i b l e t o vote on the question o f con-
d i t i o n a l s t a t u s . The r o u t i n e n o t i f i c a t i o n 
procedure r e q u i r e s t h a t i f 10 percent of 
physicians i n the area o b j e c t t o the designa-
t i o n o f the PSRO, the government must take a 
p o l l o f a l l e l i g i b l e physicians t o determine 
whether t o designate t h a t PSRO. The ques-
t i o n r a i s e d by the Union i s which physicians 
are e l i g i b l e t o r e g i s t e r an i n i t i a l o b j e c t i o n 
t h a t would f o r c e a p o l l . The Union, which 
apparently cannot muster 10 percent o f 
those who q u a l i f y by the c u r r e n t d e f i n i t i o n . 
has discovered an inconsistency: i n the 
r e g u l a t i o n s on n o t i f i c a t i o n and p o l l i n g 
issued i n May, 197^, the d e f i n i t i o n now used 
i n the n o t i c e s does not appear. 
LITIGATION EXPECTED 
The issue remains unresolved and th e r e 
are i n d i c a t i o n s from w i t h i n DHEW t h a t the 
government expects l i t i g a t i o n on the matter. 
I n Kentucky, a t l e a s t 10 percent o f 
the physicians e l i g i b l e c a l l e d f o r a p o l l 
t o decide whether the Kentucky Peer Review 
Organization, I n c . , ought t o receive the con-
d i t i o n a l d e signation. The 30-day p o l l began 
June 28. 
I n Essex County, New Jersey, the Essex 
Physicians' Review Organization, I n c . , appeared 
j i n x e d by e r r o r s i n the o f f i c i a l n o t i f i c a -
t i o n s , n e c e s s i t a t i n g r e p u b l i c a t i o n o f the 
n o t i c e s ; the l a t e s t n o t i f i c a t i o n process 
began June 1, thus not a l l o w i n g time f o r 
c o n t r a c t n e g o t i a t i o n s before the June 30 
deadline on use of F i s c a l 1976 funds. 
NEW CONDITIONALS 
The 25 new c o n d i t i o n a l s are; 
Alabama Medical Review, I n c . ; Alaska Pro-
f e s s i o n a l Review Organization; C a l i f o r n i a 
Area X X I I PSRO (Culver C i t y ) ; Kern County 
PSRO, I n c . ; Santa Clara V a l l e y PSRO; Ventura 
Area PSRO, I n c . ; Delaware Review Organization; 
J a c k s o n v i l l e ( F l a . ) Area PSRO, I n c . ; P a c i f i c 
PSRO (Hawaii, Guam, Trust T e r r i t o r y o f the 
P a c i f i c Islands and American Samoa); 
Western Maryland Review Organization, I n c . ; 
Central Massachusetts Health Care Founda-
t i o n ; P r o f e s s i o n a l Services Q u a l i t y Coun-
c i l o f Minnesota; Mid-Missouri PSRO Foun-
d a t i o n ; MOAF, Inc. ( S p r i n g f i e l d , Mo.); South-
east Missouri Foundation f o r Medical Care; 
Nevada PSRO; PSRO Area I , Region I I (Madison, 
N.J.); Five-County Organization f o r Medical 
Care and PSR (New H a r t f o r d , N.Y.); Physi-
cians' Peer Review Organization (Cleveland, 
Ohio); Region I I Medical Review Corporation 
(Dayton, Ohio); Central Pennsylvania Area 
I I PSRO; Eastern Pennsylvania Health Care 
Foundation; Highlands PSRO Corporation 
(Johnstown, Pa.); South Dakota Foundation 
f o r Medical Care; Vermont PSRO, Inc. 
The only PSRO t h a t d i d not go through 
the n o t i f i c a t i o n procedure i s the Nevada 
PSRO because an amendment t o the law passed 
i n December provided t h a t no n o t i f i c a t i o n was 
necessary i n areas where an o f f i c i a l p o l i c y 
of noncooperation has been adopted by the 
l a r g e s t o r g a n i z a t i o n o f physicians. The 
Nevada State' Medical A s s o c i a t i o n had adopted 
such a p o l i c y . H 
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